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CURRENT DEVELOPMTS 

GENERAL* Many Latin American countries which depend mainly upon a 
single export product have been adversely affected by declining mar- 
kets and falling world prices (p. 2). 

CENTRAL AREA* In Venezuela, government tolerance of the iron mines 
strike may encourage a petroleum strike (p. 2), 

SOUTHERN AREA: In Bolivia, the possibility of withdrawal of the army's 
support of the government jeopardizes the continuance of the civi lia n 
administration (p. 3). In Uruguay, the strike of the Communist- 
dominated wool workers' union paralyzes the wool industry (p. 3) 

In Chile, despite the end of a series of strikes, political and eco- 
nomic difficulties continue to beset the Gonzalez Videla government 
(P. 3 ). 
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ability of those Latin American countries whose economic stability 
depeim to ; a aajor extent upon a single export product. It is true 
tjpat the aajer mt fee countries (Brasil, Colombia, £1 Salvador, etc.) 
-f* mama of sAdidi fit in the above category — * are now benefiting 
fiTom high weorld prleea. In other one-product countries, however, 
declining markets end prices have had serious repercussions. In 
Bolivia, for example, successive declines in the price of tin have 
substantially curtailed mining operations; the resulting reduction 
off national income and loss of foreign exchange have curtailed foreign 
purchasing sod lowered the standard of living. In Chile, the already 
unfavorable economic situation has been further impaired by declining 
chopper prices; labor difficulties and growing unrest have resulted. 
Bcusdor's inability to dlsposs of its exportable surplus of rice at 
fhvcrabXs prices not only deprives that country of sorely needed 
foreign exchange, but constitutes al3o a further financial burden 
t ftr o ufft constantly mounting carrying and warehousing charges. 

Although Venezuela has not as yet felt any pinch, the decision of 
the British seriously to curtail dollar purchases of petroleum, and 
of US companies to reduce petroleum imports into the US must inevi- 
tably result in financial constriction for the Venezuelan government. 

$dfiSZUEIA : Strike in Iron liines May Encourage Petroleum Strike 


?icea 


It is true 
vador, etc.) 


VENESPJELA : Strike in Iron Hines May Encourage Petroleum Strike 

flhe intention of the Venezuelan government not to inter- 
fere in the strike of 1500 workers of the Iron I&nes Company of 
Venesuela (* Bethlehem subsidiary) became apparent when ;the Minister 
df Labor, Jose Rojas Contreras, described the strike as strictly a 
Jfcbor dispute. The strike, which began 6 February 1950, aims at 
mge increases and improvement of sanitary and transportation condi- 
tions. The government’ s handling of this strike is significant in 
TfUw of the labor negotiations now pending in the petroleum industry. 

1 Under tem. of the collective contracts : In force between 

TjK: *' 1- hyr,--:. ■ ‘ -*• •* . ^ £ • - -• - ? ■ *-fv j ■? pi, ='*.•■ ^ iv, g 

ch« close of which the- clauses governing wages and comaiasariec may 
be. renegotiated, end3 this month., Although the unions have had 
difficulty in organising their bargaining machinery (D/|A l^dy, 

2B. Jan 50), they appear determined to presn for more favorable terias. . 
ijp®. companies will umfo utteciiy, in View of -the recent general cutback: 
of production, resist wage increases, and nay try to avoid aiy nager 
tiatiens 

D/IA estimate a that, because of the anticipated opposition 

..■Jam fa-ikf I-' . ^ «k __i i_ _ . m*. ' JLi ^ ' ! „•’ Jl .'1* . . f- . _ .«* . • i i. •ft. ? f « • • « 


rike in the petroletan industry is a distinct possibility. The 
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attitude of the Venezuelan government is uncertain? by tolerating the 
iron strike it has to sons extent limited its freedom of action? but 
a distinction could undoubtedly be drawn that would, in the govern- 
ment's eyes, justify suppression of a petroleum strike should such 
a policy be considered expedient. 

3. BOLIVIA s President Unable to Form Coalition Cabinet 

President' 'flrrioiagoiiia 's formation of a new cabinet of 
essentially one parly (PUSR) emphasizes the continuing weakness of 
his government as well as its increased dependence on aray support. 

The Liberals and Social Democrats have been unwilling to enter the 
administration because of mutual distrust and rivalry existing between 
them and the PUSR and because they hope to avoid ary share of the blame 
for the country's deteriorating economic conditions. The failure of 
the president's third attempt in six months to form a "democratic” 
coalition cabinet is of greater seriousness at -this time because of 
an arny statement that it would not tolerate another one -party cabi- 
net. The president's inability to comply with the army's demands 
may, therefore, cause the a ray to withdraw its support from the present 
administration and make the continuance of civilian government in 
Bolivia even more dubious. 

i*. URUGUAY s Strike of Communist-Dominated Wool Workers' Union 

The current strike of Uruguay wool graders' illustrates the 
production-sabotage capabilities of strategically placed Communist 
unions. In this case, the union seems merely to have taken advantage 
of the strong market conditions prevailing at the peak of the wool 
season to demand a thirty-percent wage increase. But the strike has 
paralyzed Uruguay's vital wool industry and could be quite damaging 
to Uruguay's current economic situation, which depends so largely on 
wool sales to the US as a source of dollar exchange. It nay be that 
in a period of war or other national emergency the Uruguayan govern- 
ment would find means to limit such work-stoppages if not to prevent 
them. The present strike, however, seems likely to be prolonged. 

5. CHILE: Strikes End But Troubles Persist 

Chile's 12-day wave oi* strikes has ended, but the basic eco- 
nomic problems which touched off the strikes remain unsolved and are 
further complicated by political repercussions which threaten the 
rather precarious stability of the Gonzalez Videla government. Although 
the workers have accepted promises that their demands will be considered 
ana have agreed to return to their jobs, they continue to be dissatis- 
fied with their economic position and will probably press for better 
living standards. Gonzales Videla has been forced to adopt a more 
conciliatory attitude by the resignation of the coalition cabinet over 
the labor situation and its replacement by one composed largely of 
Radical members. Meanwhile, political parties have taken advantage 
of the situation to press their demands, adding to a serious economic 
situation a deteriorating political one. 
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tical realignments and possibly a net- coalition 
nates that the prospects for attaining political 
pr are dim, and therefore little real progress in resolving 
s economic difficulties can be expected. r/LA. further esti- 
tSat Oottsalea Vidola Trill probably be a ble to m|niaia hirrr ' 

| but that serious labor 
ill tical problems -trill probably make his position increasingly 


Although pi 
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The Current Inter-American Situation 


(Summary ~~ The invocation of the Rio treaty (for the second time 
since it came into effect) at the request of Haiti and the Dominican 
Republic should provide a clearer indication of its effectiveness in 
settling disputes of this nature.. Though ill feeling continues to 
exist among several Latin American countries, there has been some 
improvement recently in this regard* In general,, Latin America con 
tinuos to support US world policies, and, although its feelings of 
neglect by the US (especially along economic lines) have not been 
entirely dissipated, they have been assuaged* 

•— Inter ‘American solidarity has improved somewhat within 
the past few months, and if this condition can be maintained over a 
considerable period of time, the US security position in the Western 
Hemisphere will be enhanced* ) 

Intra-Hemisphere Issues 

OAS and inter° American treatise s The most significant inter-American 
event oi 1 the past "three months was the invocation of the Rio treaty at the 
request of Haiti and the Dominican Republic and the resultant sending of 
an OAS committee to investigate the situation in the Caribbean area* This 
second recourse to the treaty followed the pattern established by the COAS 
in the Costa Rican-N ic araguan dispute, and once again the decision to use 
the treaty received the unanimous support of the Council members qualified 
to vote 0 As a result, the effectiveness of the Rio treaty will probably 
be strengthened* D/LA believes that this action on the part of the OAS 
has at least temporarily alleviated the tensions prevailing in the Carib- 
bean* 


There have been no new ratifications of the Rio treaty or of the Pact 
of Bogota, though the Guatemalan government plans to present the Rio treaty 
to the next legislative session* With regard to the Charter of the OAS - 
the fundamental document of the inter-American system - Brazil and Honduras 
are expected shortly to deposit their instruments of ratification (which 
would bring the number of ratifying states to fiv©) r while most of the other 
Latin American countid.es are planning to initiate the ratification process 
within the next few months* The expected increase in the number of states 
ratifying the Charter (especially should this number include the major 
American republics), and the anticipated successful application of the Rio 
treaty in the troubled Caribbean area should benefit inter-American solidar- 
ity and enhance the US security position in ths Western Hemisphere* 

Relations among American states ; Revolutionary changes in government 
or charges of infcrvehiion l.n~Tn'te’rnal affairs made by some, nations against 
others, particularly in the Caribbean, continue to cause strained relations 
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between certain members of the QAS». The situation has eased somewhat 
recently, however, as a result of QAS action and the gradual weakening 
in the p/sition of the militant Latin American democracies against 
recognizing rightist revolutionary governments-. Bolivians resumption 
of relations with Venezuela* and Chilean~Guatemalan»U ruguayan recogni- 
tion of the Arias regime in Panamas,, indicate a trend toward unanimity 
on the recognition problem* 

Extra Hemisphere Issues 

dl and specialized agencies ? Latin American countries continue to 
support the tJs on matters relating to its struggle with the USSR in the 
PH, However s on other matters (especially if the issues concerned are 
of particular interest to Latin America) , these nations continue to fol- 
low an independent line as evidenced in the last session of the General 
Assembly when two resolutions which have little chance of implementation 
and which were opposed by the US (regarding Rationalist China 9 a charges 
against the USSR and the internationalization of Jerusalem) were adopted 
with considerable Latin American support* 

Latin American republics continue to regard the OS specialized agen- 
cies as sources of help in developing their economies, tut many differences 
between these countries and the US on certain economic matters dealt with 
ty these agencies remain unresolved. However, renewed efforts on the part 
of the US may gradually iron out some of these difficulties. To the extent 
that these efforts succeed, Latin American attitudes cay become less ob3truc 
tive to the full realization of US international economic policy objectives „ 

Relations with nations outside the Western Hemisphere : Spain ? The 
US decision to support a to resolution leaving open to each power the 
decision to restore normal diplomatic relations with Spain will probably 
result in its adoption at the next GA session., D/LA expects that the over- 
whelming majority of Latin American nations will support such a move, 

USSR : There has been no change in the status of diplomatic relations 
between Russia and the five Latin American countries which maintain repre- 
sentatives in Moscow.. The increasing intensity of the anti-Communist cans- 
palgn in some of these nations, however 9 may eventually cause a break* 

Rone is expected to exploit its relations with the USSR to the detriment 
of US security interests, 

China i Mexico has withdrawn its diplomatic representatives to the 
Chinese ft ationalis t government, and Ecuador has been considering a similar 
move* Though it is expected that at least a majority of Latin American 
nations will wait upon US action before extending recognition to the 
Peiping government, the complications brought about in the UK due to the 
Soviet attitude on Nationalist China may possibly cause some of them to 
vote for the ousting of the UN Nationalist Chinese representatives. 
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Support of Important US foreign polioies i The Latin American govern- 
monta continue to support the U3 in lie cold Wr with the USSR and to 
realise the importance of EC A, the Atlantic Pact, and the Military Defence 
Assistance Act (MBAA)* These nations are eager to receive the technical 
assistance envisaged In the Point Tour program, but are worried about the 
possibility of cosseting economies being established in the colonial areas 
of the world as a concomitant feature of that program* Though their feel- 
ings concerning 03 neglect of hemisphere matters in favor of other areas 
have not been entirely dissipated, the recent Havana meeting and the pro- 
jected meeting in Bio de Janeiro of OS chiefs of missions have caused 
favorable reactions throughout Latin America* These meetings, coupled 
with recent visits of high IB Government officials to that area, are inter- 
preted by Latin Americans to be an indication of renewed interest in hemi- 
sphere affairs on the part of the US government; and, insofar as our 
southern neighbors are convinced that we have not forgotten them or their 
problems in the midst of our preoccupation with Europe and the Far East, 
this will contribute toward strengthening continental solidarity. 
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The Curr e nt Situati on i n Mexico 


' The Aleman administration is in a stable posi- 
tion as capabilities of political opposition have declined in 
recent months* Unfavorable events in labor have lessened the 
admir.is tration 5 s tight control of that element. The economic 
situation has been improving steadily. The military continues 
to support the civil administration. Subversive capabilities 
lave declined. Mexico's trade agreements are increasing in 
number and scope 3 , and relations with foreign countries remain 
cordial. ” ' ~ " * 


— ® security interests have been affected favorably 
by the decline in Communist political capabilities and by 
general improvement in the economic situation, and unfavorably 
by the administration's difficulties in controlling labor. 
There is a possibility that Argentina *s "grass roots" friend- 
ship campaign in Mexico might adversely affect US security 
interests.) 


Political 

burang the last three months, tne stability of the Aleman administra- 
te 01 ? has been further consolidated. Favorable factors include continued 
disintegration of the left-wing oppositionist Partido Popular, a pledge 
of army support to the idea of subordination of military to civil 
authorities, and the government's success in disrupting plans far a 
Marxist unity conference by publicizing an alleged plot to overthrow 
the government (see Subversive). The government was well supported by 
the congress which, during the last session, enacted all of the legis- 
lation sponsored by the administration. Considering the lack of effec- 
tive opposition to the governing group, D/LA estimates that the Aleman 
administration will remain stable during coming months. 

Economic; 

""The end of 1949 and beginning of 1950 marie a noted improvement in 
tho Mexican^ economic situation. The only important unfavorable factor 
is the public debt, which remains high and requires about one-fourth of 
the national budget for set-vicing. The stabilization of the peso at 
0 * 6 ? to tee dollar an extremely low exchange rate discouraging imports 
and encouraging exports — has resulted in a favorable trade balance for 
1949 for the first time since 1943. Other favorable factors in 1949 
wares abundant harvests (except for corn) ; increased mining production, 
due chiefly to the absence of labor troubles 3 advances in development 
° J - petroleum^ resources, including contracts with private oil companies 
for exploration and limited development and completion of twice as many 
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wells during 1949 as in 1943, It is estimated that the current govern- 
ment budget will show a surplus; and gold, silver, and foreign exchange 
holdings of the Bank of Mexico have increased from US$78. S million 
in June 1949 to $132.7 million at the end of December. (The latter 
figure was before repayment of $22 million to the US Treasury as a por- 
tion of its stabilization commitments.) 

Private enterprise has been encouraged in Mexico by the signing of 
contracts with private oil companies, the government's decision to leave 
tine insurance business to private enterprise (as evidenced by the sale 
of the government insurance company to private interests), and by the 
apparent stability of the exchange rate; private investment, both US 
and Mexican, in the developnsnt of Mexican industry is now increasing. 
The economic situation looks favorable for the beginning of 1950 for all 
except importers, the latter being exceptions because of the definite 
d ownwa rd trend in imported goods. 


Labor 

Unfavorable developments have predominated in Mexican labor during 
the past three months both from the standpoint of the Mexican government 
and US security interests. 


It is true that Mexican labor has shown a sympathetic attitude toward 
the London trade union meeting; that there have been signs of growing 
favor — both within trade unions and in political circles — for unifi- 
cation of non-Commonist labor in a single Mexican confederation; that 
labor opposition to Aleman has been weakened by his assurance that there 
would be no change in the liberal Federal Labor Law while he is president; 
and that the government has dealt successfully with strikes or s trike 
threats in electric power, sugar, and the telephone system. 


On the unfavorable side, however, have been left-wing UGOCM’s organi- 
zational success in four additional states; the beginning of a new Sinai— 
quista (pre-clerical, anti-US) labor and farm worker movement; and the 
filing of a new rash of strike notices with the Ministry of Labor. Fur- 
thermore, government and police tactics in quelling the Mexico City 
taxi-drivers' strike! 


condemnation oi police tactics. 


as even pro-administration groups have expressed their 


D/LA estimates that, while recent labor developments have been in 
the main unfavorable, the administration still retains its ability to 
control labor, | 

I Aleman may be expected to grant some concessions to 
the left-wing groups to avoid costly strikes. 
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Military 

Continued army support and loyalty contributes to the main ten ar.ce 
of stability in the Mexican government. It is believed that this si taxa- 
tion will prevail through the 1952 elections,, as indicated by recent 
evidences that the army will continue to consider itself subortiina it 
to civilian authority. This implied non-support of any military aspirant 
tc the presidency lessens the possibility of political unrest originating 
from a military source. 
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International 

Mexico' rene ins a strong supporter of inter-American and international 

organizations. The election of Luis Quintanilla to the chairmanship of 
the Council of the Organization of American States not only gives Mexico 
greater prestige but also increased authority, particularly when the 
council acts as the organ for consultation under the Rio Treaty. Recent 
official statements by President Aleman and acting Foreign Minister Tello 
reaffirmed Mexico's support of continental solidarity against the Soviet 
bloc and of the use of existing international machinery for the peaceful, 
settlement of disputes (the latter in reference to the present Caribbean 
situation). 

Argentina seems to be expanding its friendship campaign by ;aaking 
efforts to win the good will of Mexican states. Heretofore, the program 
has been directed at the Federal Government and has met with little 
success, due in part to lack of popular support but largely to an 
unsympathetic Mexican press. 

Press reaction to the change in US policy toward the Franco regime 
was one of approval except by the extreme left. The Mexican Foreign Office, 
however, expressed indifference. D/LA estimates that Mexico's independent 
course with regard to Spain is not likely to undergo any change in the Imme- 
diate future. | ‘ 

\ and a6 the Spanish cause is one for which it has had little 

sympathy, it will not be prone to hasten in the wake of the American examr .&• . 
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